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I Issues regaraimg the relationship betMses schooling 
and labor market success ara aEamined in this paper through review of 
previous research and consideration of additional data* The review of 
existing evidence on the changing labor market position of college 
graduates focuses on the nork of Hargaret Gordon and Richard Freeman 
with some attention to several other authors whose work is closely 
related to theirs, 1 reanalysis of questions on the relative earnings 
of recent college graduates uses data from two sourcesi The Current 
Population Beport's series "Consumer IncoMe" and data on the 
experiences of new labor market entrants since 1967 taken from the 
National Longitudinal Surveys sponsored by the Department of Labor* 
On tie issue of whether there have been changes in relative earnings 
among recent male college graduates^ the author concludes that the 
existing work is incomplete and involves inappropriate comparisons, 
casting doubt on the usefulness of findings and implications* He 
draws the following conclusions from reanalysis of published datai / 
C1) There are declines in relative earnings ''among new labor market / 
entrants as a group and (2) declines in relative earnings among older 
and more experienced college graduates* He contends that results dp 
not support the hypothesis that a recent oversupply of college / 
graduates has led to declines in relative earnings among new college 
graduates* ^ (luthor/JT) ^- . / 
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Recen*: research into the relationship between schooling and labor " 
market succesB Includes assertions of dramQtic decline in the value 
of roilege fhjring racunt yunrSj nnd one report states chnt tiio ''I'j-yiuiv 
bnum In the c-oUtigu jub nirjrket (han) withered inLu a ma jur markoi buni." 
Unrurtunacely , a goodly portion of thin rewnarch has been based on dat:a 
luHH than optima] for detailud analysln of the actual experiences ni 
new college graduates, much leHS of high school graduates or other now 
labor market entrants. Vet an analysis such as this should be important 
for gaining a better understanding of the nature of the decline, 

Kven with ndequate data many complicating factors need to be taken 
into account, in research on the decLinlng value of college. According 
Lo somcj the decline began at the end of the igSO's, a time cha rac ter 1 Ecd 
by preMtHice of^jnaiiy pototit rorces^ includini^ the labc^r market entry of 
the poHt-World War I! baby boom, rising (nrLation, campus unrest, and 

dlselKirge frf)m military Hervlce of over a mi J lion men per year. The 
strains and imbalances resulting from the interplay of these forces and 
other trends could be related to the slowdown in campus recruiting by 
employers occurring in this era and to the evident failure of starting ^ 
salary offers to new graduates to keep pace with inflatLan. 

Oniy wltli adequate data on the experience of new labor market entrnntB 
and reentrants is it possible to assess the impact of such forces. And 
only such Information can provide answers to the many po 1 1 cy--rel ev;uu 
quest ionH raised by the recent research. Jn what ways has Che labor 
market value of college declined? To what extent have those witli jess 
than college, graduation also been affected? Wliat is the labor market 
position of recent college graduflCing classes relative either to eariiur 
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grnduating 'Classes or to those with less schnollng? mmt is thu labor 
imirkcl: position of unrh of t hnHa Kn>u>K nftcr the p/is?^agu of n l>w v<'nrs 
work? K f nn I I wiwiL ikj I liu i'xjx^r UMiri^s of LIh^sc* grtuips ol ycmnj^ ni^Mi, 
rnnsiderucl n wholes BUggesL nbnut the probabU siLuntion throughouL ; 
thoir careors or about the probjible situation facing future labor tnarkat^ 
entrants? 

This study nttempts to iliuminace some of these issues by first 
revJewlng existing evidenca on the changing labor market position of 
coilef^e graduates, ospecinlly by reviewing the work of Margnret^ Gordon 
and Richard Freeninn, two of thG most wldery-read autfiors on the topir. 
Allpntron is /ilso p/Hd Lo sovural othor nuthnrH whose work relateH Lo 
the kvy Issuoh, iruhiding Um worla.of such students cii the labor markc:t 
as Charles RIJ 1 Ln^swor th , Den U JohnBtOHi Ivnr Berg and James 0-TooIe. ' 

Next, tlie paper takes up a reanalysis of questions on the relative 
earnings of recent collisge graduates by using data froin two sourcee. 
One Hource is the Current Hopuiation Repart's series Consumer Income : 
/f source alraady used by F:reeMn, The present use suggests that prior 
anaJyses may have beeii im:omplete or that the coinparisons that have 
been made in^ippronriate ones. Second, data on the experiences ol nc^w 
iabor market untrants K ince 1967 Is taken from the NatiDnal Lon?u t 'ul I na I 
Surveys, a research project sponsnred by the Department Labor'and 
conducted by the Bureau of t}\%i Census and the Center for iluinan Resource 
Research, The Ohio State University. In^rmatiDn on a national sample 
of young men, ages 14-2^ when first interviewed in 1966 la used, and 
analysis is based on personal interviews cDnducted annually between 1966 
1971. Both the NLR and Consumer Income data are found to yield 



new^= findings that conflict In part with eKistlnt beliefs , and to reopen 
Uiu innuc or wlmthor the Inbor nin rkcU: v/iJua of coijego htm declined, 

iioluro prnrOtullnH, howuvcT, ft in v 1 tn 1 1 y i mpdr I nn i ic) ndvnDrr 
Huvrr/H. iNivnnLs rr>r what fulLnwH. FriHL ul ;i 1 i , ihlB papur hnfj M L L 1 c 
to Bay ^ibout: tlie contributions of hjghur c^ducatlnn to American yociaLy. 
Rather, it is onJy focused on th© narrow diinansion of the labor morket 
position of recent graduates of institutions of higlier educacion, and 
nn 'attention is devoted to the other roles which higher education plays 
in American society, or to the other ways that its graduates are affected. 

Second, the paper does not oven take as its focus nU graduates of 
institutions of higher educfttton. The issue' of n declining labor nmrkeL 
puHltlnn For college graduntes rela tc;^..pr imari Jy here to whiter malt} 
(■cjlioge graduates. Specifically, thfs paper is primarily addruHSud in 
the eKperiences of wlilte males who have graduated with bachelor's degrcos. 
No attention Is paid to the special circuras tances of women or blacks, 
nor is the job situation of those with more than four years of college 
Reviewed . With this narrow focus properly placed into perspect Lve, 
ndw turn to a review of some of the existing work. 

A good deal of the evidence existing on the declining Jabor mnrket 
position of college graduates has been adduced by Margaret Gordtui and 
Richard Freenian, An important part of Gordx^n's work, undertaken under 
the auspices of the Carnegie Commission an Higher Education, is the 
analysis of his torical trends in employment and education. By comparison, 
Freeman 'b work is largely focused upon events of the last* decade and is 
also somewhat more ambitious econometrieally . Considered together, the 



sLudltss of these nuchors cover many of the relevant issuas henrlng on 
our topic and could be regarded ns containing such information ns exl.sLw 
an the causea of thfi downturn and, hencH, on relevant policy al ternfit i vcy , 
if any. 

Gor don's HtiulLt's 

To beRin, Gardun (1974; Cnrnugio, 1.973) Bhowcd tlmt employm<.nt nmnni; 
proleasiona! and mannfjerlal workiirs has jncreosod fai- fasLor than hnn 
total, empluyment during tliis cuntury. "Among mun , the sliuru of tlioHe 
two groupH in total employment rose froin uhout 10 port-ent in 1900 tc, 
approxlmatciy 2H purcent in i970 (CnrneKio, 1973) . " Cons idor In,; pro ruHH i on,, I 
and Cechnlcnl workers only, tl,e rl?e mm , rum approxi.natc.iy 3.4 to U p..rr,.„L 
during this pertori. The phenomenal growth in the numbers of Job oppurtu- 
nitras for highly-tr;i tned workers helps to explain why tlie market rur 
the seemlnBly evtu-incraas ing number of American c-ollege araduates has 
been generally strong during the past seventy years. 

At the samu time, the changes occurring In the occupational dfKtri- 
butlon of employment between 1900 and 1970 favoring college-educated 
workers were accompanLed by massive changeB in the distribution of emplny- 
ment by_^nduRjr_y,_ In 1900, over two-thirds of all workers were found in 
the "goods-producing" sector: agriculture, forestry, flahing, mining, 
manufacturing and construction; the rest were in thfi service-producing 
sector. Howe^'er, by- 1970, the relative importance of the two was nearly 
reversed, with almos t , two- thirds in service-producing induatriesi profen- 
slonol, peraonal, business, and other services; trade; government; trnns- 
portation, communications and other public utilities; and finance. 



[nKurnncu nntl run! estata. AnionH the nioHL ilrnniaLici sInJ ta wnru tlio 
cU'i-lliie III the pt^rcuiiL umployud In nj^r f .^i I ( nrc! ; tht* growth 1 ti aervicfvi, 
ruf lcdtrng to anme tlGgree increcif^ud leisure* and lilghcr levui^^ uT iiunmp 
In the pupulatlori; and ^ of cnurse, Liie pervasiue influence of automation 
and other techno 1 ogiua] clumge. 

KegatdlesK of the favorable nature of "the tu^ind ovct- the entire 
70-^year period, Gordon * s: analysis also indicates that the Labor market 
opportuni t J OS for highly educated workers (or demnnd) have luu incruasi-d 
St ep-by-step wi th the number of cojlege graduates avaLl.ablc for work 
(Huppiy), UuGven growth has led tu periods uf short;u»es nntl of HurpluMt^H, 
af lecting the typun^ of Jobs taken by ct>iie^^e nr/nluutes. In njirdtni'n 
work, three periods were analyEed: 1900^50, 1950^68, and poat-1968. From 
19(}0 CO 1950| demand expanded "generaliy" along wich supply (Carnegie, 
1973, pp. 55^57). Then^ between 1950 and about 1968, demand kept pace 
with, or exceeded, supply. According to Gordon^ the factors responsibie 
for tills niost favorable period for college graduates included! rising 
GNPj fncrcaHes in li&U spending , growth in the aerospace effort, and in- 
<'ruasing selioul enrol Imen ts ,rec|ui ri ng more teachers (Carnegie, 1973, 
p* 6). After 1968, hawJver , the weak enonomy , fleereasoB in R&D gpendl'ng, 
and a leveling of school enrollments and teaching pos i t Linis coup led with 
a St i 11-increasing supply of college graduates, combined to adversely 
affect the employment position of collegfe graduaces. 

Interestingly, data on the *'golden age" from 1950 to the early 
i960's also has been studied from another point of view by Charles 



Kill i.ngsworth i 

In a Hcriu^ of papers in L963 and !964, I arguud that n 
Huhstnntinl part of thu excess Iva unemployment thon prevalunt 
in the American economy was autributable to structural changun 
Hlnce the early 1950' Among the structural changes that 1 
emphasized were new technology and changing consumption patterns. 
These changes , I argued, had caused a long»run decline in the 
dcmant] for low-skillGdj poorly-educated workers and a long-run 
rlsu In the demand for high-skilled j well educated workers. 
This 'Hwist" in the demand for labor, I further argued, hnci 
proceediKJ fhrther and faster than adjustments In the suppiy 
of laboTj resuLting in a growing imbalnnce In the labo^ 
market 0968, p. J 2), 

The evidence tliat K ! 1 1 1 ngsworth ubed were chanp,es in ratoH of labor ftUM »^ 
participation and unemployment * which favored, workers with higher levels 
of education, HDwevers Johnston's examination of more recent data has 
led to the conclusion that tlie impact uf Killingsworth * s labor market 
"twist*' was dissipating by 1969 (Johnstonj 1971), He attributes this more 
recent change in part to the manpower prDgrams of the 1960 's and to the 
buHinbas boom of 196A-69j which iirilted the deter iorat Li/n in the position 
of le3B eduCffted workers* However ^ he also points out thati given tlie 
very subgtantiaL IncreatM y in the supply of coilege graduates , the "twist*' 
favoring the well-educated may also be halted through deterioraticm in 
tiie competitive position of the highly educated. Thus , Gordon's evidence 
as well as that of Kill ingswor th and Johnston describe 1950 to the middle- 
or late-1960-s as a favorable period for well educated workerSj and describ 
the more recent years as a less favorable one. 

Of course^ other authors have asserted that^ even during the "golden 
ago" of 1950 to approximately 1968^ there ware signs of a deterf orating 
labor market position for highly educated workers. Berg is one who has 
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written about "the problem of a growing supply of educated people (1971,' 
p. 65)," in which Increasina niimbers of cU)llege iraduates would be 
taking lower than coJ J egu-li'vcl jobs, to their own d Issa t i H f act i oti an, I 
nt a loss -lor soifloty. The downturn since 1968 lias produced additionai 
dnt;, to support thiH u i (e.g., O'Toole i974a, 1974b; RawJ Lns & Uimaii, 
1974). 

Unrortunatf-ly, Lt is dJiiicult to cimipare and rontrast the views oi 
Lliese several authors, for any ainiple categorization of their views Ls 
neceaaarily an oversimplification. For example, although Gordon has 
performed excenslva analyses of trends in demand (e.g., the growth of 
employment among salaried managerial workers) while Berg, 0'Toole> 
Rawlins and Ulman seem to be emphasizing the growth in supply (i.e., oyer- 
suppUes of well educated workers),, all of tlieir studies have Involved 
buUi demand and supply. Hence, it is incorrect to characterize Rordon'H 
work as demand-oriented or Berg's as supply-oriented. Likewise, cvun ilhuugl 
Cordon and KJ 1 lingsworth seem to be pointing to different factors In dis- 
cussing labor market changes occurring since 1950 (i.e.,, Gordon dlMcusaes 
the ups and downs in GNP, R&D spending, and school' enrollments , while 
Kill uigsworthxhad emphasized long-.term structural change), it would not bo 
completely correct to describe their points of view as cumprislng cum- 
pcting hypotheses. Rather, the careful reader of the works of these several 
authors can find a great many points on which analysts seem to ha in 
agreemcnc or, at least;, not iii dlsiigraenient , 

In any event, Gordon's anaflysis provides a basis for prognosticat 1 on 
about Job opportuhities.for college educated workers. She indicates that 



8 



the jub market for f utura t:i>Licgu grnduntua Hhould bo more fnvnrnbir 

ovurnll in Lho 19H()*h ihnn U Iki8 bueii Tur KrncIuntuK in the iy7()*H, 

i:xi\upt for Lh^>^ic* hi ihu t uHc' h i jij^ [H'u luK'n « Ml , whoHQ puH 1 1 1 un mny cnntirni, 

to wc»rBU!U Ancj, fur th(i?^o whc^ hnvu n { ru ndy uivc*Htud in n cuil(?Hti uUuca- 

Ljun, she 'JUG?! n pnsr^fblc pramoLiun ^njiiuu^u arlHing in Lhtiir fuLui^e. 

fwidfi-iit ly , htjwavr^r, she hay found it much more diffrctjJt lo niake nrndic:- 

tiuns about the relative oarnLn- r nf t:c)ljQ|*e graduates than nbout their ' 

Job prOHpects, For ohr thing, favorable job prospects and earnings 

/idvantage^ do not alwr^ys occur together, ICven though the 1930 ^s and 

L940'b v^ere years of reBonably strong demand for highly^educated workers, - 

these were decades in which their earnings advantage was actually dimin-- 

lahjn;^ (Carnegie, lp73, pp, 55-57). That is, the eartiLngs advantaj^e 

unjoyed by highiy-^t^ducnted workers In ciomparison to those with lower 

Levels of schooling was^ not maintained between 1930 and 1950, By conLrasi , 

In the period 1950-68, when demand was strong, the earnings ndvantage held 

Hteady. As Gordon points out, economic marginal productivity theory would 
# 

seem to suggest that the wages of callege educated workers wilJ de^] inc 
in relation to the wages of other workers In the event of an oversupply 
of those with college degrees. On the other hand, she notes that thc^ 
*'joh competition model'* devGloped by Lester Thurow (1969, 197^4, 1.975) 
suggestB that the chief Impact of an "oversupply" oP college^ t rn Ined 
workers may be through a "trickle-down" effect on those with less scliouling. 
In this case, workers with college education would take for thenisclves the 
best Jobs that might have been given to hi ;;h school graduates. Thus, an 
oversupply of those with college degrees may lead to declines in both 
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their own earnings ancl the enrnings of several ocTier groups of workers 
as welli and n^t nacess^irilv change relative posltinns. 

Freeman's Work - 

Presuinably, the work of Richnrcl Frctjman Is usofui in providinr. 
tfTnpirlcnl nnnv/urs lo huc-Ii (jUfsLlunB, for hln ortinomei i i r h L ud U»k 
(Frecmnn" .1975, 1976, rorthcominK; FrGunuuwind nnllomon, 1975) 

haVG focused nn evenLK yf thci past decaue and espt?clally upon changes 
in relative earnLnf;H. In brief, Freeman-B analyses purporc to show 
that the supply of college graduate labor market entrants grev faster 
than demand, causing relative earnings to fall. Unfortunately, the 
Instances in which Freeman has used incomplete data or has made inap- 
propriate comparisons have the result of cnsting doubt upon the usefulness 
of his studies for providing answers to quostions on relntive earnings. 

Turning first to the Issue of whether the Hupply of col luge grnduatos' 
l^rew faster than demand, Freeman*s annl.ysis Ls Instructive hut sonicwhat 
incomplete. On the demand sidB^ he points out that employment in industries 
employing largo numbers of , aiege graduates grew at a rate of 4,4 percent 
per year between 1960 and 1969, and slowed to 2,8 percent per year between 
J 969 and 1974. By contrast, employment in other Inr *:ries grew at only 

"^Considering industries separately, siEable declines were registered 
in the following "college- intensive** categories: federal public adminis^ 
tration (from 2.0 percent per year to 0.0); college-Intensive manufacturing, 
Including ordnance, chemicals, petroleum, professional instruments, air^ 
craft, electrical machinery, and computing machinery (from 3.6 minus 1.2); 
and education (6.2 to 3.9), See Freeman, 1976, p. 64. 
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2.0 percent per year in both periods (i.tj., Irnm 1960 to 197''.). Tluif;, 
wliMu Lha growth In demand for college grndu.ites .still exceeded the 
growth in demand for those wtth iftss than a college education since 
1969, according to Freeman this was stlLl not fast enough/' 

On the supply side, Freenian eatlmntes the numher of ncv rollc.P.P 
araduatuK who am soekinn work t-ach yu.ir (i.e., who arc noi going (.. 
j;rad.jate fjchooL). [[c compares tlioscr' f'l gurc-s with hutli (a) tlie number 
of nf'w hijili Krliool fuMduatos soekinjj work each year (I.e., not goinj. 
to college; see Freenian, 1974, Table 1) and (b) the size of the male 
cLvllfan labor force (1975, Table 6). lie shows that, due to the 
expansion of graduate school enrollments, there were no large ancreases 
In the numbers of now college graduates until the late 1960.'s, when 
demand was falling. 



Accually it is not complutoly. clear what FrcGman is saying about 
the: Clmlng of the change in relative demand. In one case, he states 
that a change occurred in 1965, even thoufih the data ho presents would 
seem to place the change in 1970 (Freeman, 1974. pp.'l03-]05 and Table 2) 
In this i'nstnnco, the data he presents can be construed to show tliat 
the demand for high school graduates rose from 2.0 percent annually 
between 1950 and 1970 to 5.0 percent after 1970 (1974, TabJe 2), which 
conflicts with other figures presentod'tiy Freeman (1976, Table 5 p 64) 
which show no increase (i.e., 2.0 percent annually both before and 
after 1969) . _ ' ' 

•^Actually there max be an error in his estimates of the numbe>of 
college graduates seeking work. In attempting to arrive at these numbers 
he subtracts the number entering graduate" iclTotrWrDjn the number of B A 's 
granted. Specifically, it appears that he has sub tra'cted' the'- numb e 
first-year students enrolled for master's and doctor's degrees. althouRh 
first-year students enrolled for doctor's degrees is probably not a 
relevant group (see Freeman, 1974, Table 1; 1975, Table 6). For more- on 
this point, sea Freeman, 1976, pp. 67=68; Freeman, forthcoming, note.2. 
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Unfortunately, none of Freemah's estlraates of the flows of new ■ 
' labor market lantrants reflects any aajustment .for the Grfects of the ^ 
wnr In Sou Chens t As yi, which is. a worrisome omlSHlnn,^ Figure I 
provides perspective on the possible ^ ! nfluence of the wnr, VirHt, ^ 
i although the. population of men' 20 to 24 years of .age nrew at an annual 
; rate of 4,2 percent between 1960 and 1969, the numbe/pocentlally In dhe 
civilian labor mar^cee (i.e* , not in school and not in the armed forces) 
grew by only 1,7 percent per year, only forty percent as fast. The 
reaeons for this smaller rate of growth in potential labor market partic= 
Ipants include the growth in the size of the armed forces (3,9 percent 
per year) nnd the Rrowth In the school population (9,2 percent per yenr). 
■ By contrast, in the period nFtdr, 1969, the population grew at n smaJler 
nite of 2.6 percent per year, while the number not' In schooJ Krew by 7.5 
percent, or nearly jhreo tinioB as fast. >Jeanwhile, the arowth in those 
enrolied in schopl fell to 1.2 percent per year (from 9.2) while the armed 
forces shrank by 9.4 percent per year. Thus, accounting for the impact oi: 
the war raises the possibility that the flow of new labor market entrants,, 
already swelled in size by the post-World War II baby boom, was "manipulated" 
and "adjusted" by not only (1) the long-run trend towards Increased Levels of 
education, but also (2) the short-run draft-deferment offects nf staying In 
schpol, and (3) the impact o'f serving in the, military thnt dtaayf.uJ Llie 
labor market entry cf many of the oldest baby-boom young men by two or 
more years. | 



Frpeman,. do as =show^ that— the -number-o f-Tti en-^S to-:2r-ylars"oJ: age^en^' 
rolling in school btftween 1951 and 1973 are related tS' the draft and the 
ending of the draft, but this relation is riot/considered when he- estimates 
the flows of those going to work (see Freeman, 1975, Table 5). ^^^^^ 
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Fi^re 1 . Selected data on men 20 to 2k years old 
' . . and on the ^ armed forces*^ 
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Men 20- 
Popula' 



ti on 



Men ZO-mt ' 
Clviliars 
not onrclled 
in sohoc j 



Men 20~ZMt 
Clviliars 
enrolled 
in" schocl 

Total; D-,0.^': 
ac tl ye . d i; 
enllBtBd 
perripnnel 



60 



63 . , / 66 



69 



72 
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,rten 20 to 24 y'eirs of age In, the population, derived /from Eijibl 

• / . \" / ■ ■ / "/■ : / 

nntV Xralnin R Report of the Presiderit -1976 . Table A-2, pp. 213-2X4. 



,' Clvlllnn i^^n 20; to 24 years-oJ; age, both not enr/)lled a^d onrolled 
and in school; from Ibid . , Table B-6, pp. 269-270 




, Total Department of Defense active duty enl/stid p/rsonnel, from, 
OASD (Comptroller), Directorate for, Infornatloii pperadions and Control, 
Selegted Man power Statistics . CWashingtoni. ^epartinfent of Defense, 
June,,'' 1976), pp. 23.21s. 
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y'- /. Figures 2 and 3 show more ejcpllciuy the impact of these Co roes 

for high sohooT grnduntes and For ,ca I lege nratlua tes , ^tiparatGly, In 



/ 



/ 



/ 



./ 

/ ^construc.LIng thege f iHures thci numbers of men rocelving high schooJ 
diplomas (and college degreesl each year were adjusted by subtracting 

the estimated numbers continuing in schoolv and were further adjusted 

■ / 

for the impact of service in the armed forces. If these various series 

of figures have been/eatimated accurately, the flows of nonstudent 

/ ' ' . 

labor raarket;. entrants mora than doubled at both the high school and 

college Xavels //it the end of the 196Q 'g, 

y*— - . - — " ' " ■ — — — — ' — '■ 

Cdnsiderihg these tremendous . IncreaBes in supply at both levels^ 

/ / ^ ' ' ' ■ . — -i- 

in light ^of^/FreemanJs analysis of demand, leads to tlia expectation that 

data sinae 1^970 should Bhow problems being eKperienced by al l young 

groups/entering the labor market. Indeed ^ the well=known problems 

evident in the labor market experiences of black teenagera, as well as 

in those of returning veterans, would appear to be consistent with this 

expectation^ and high rates of youth unemployment also are not inconsistent 

/(Figure 4), Some of Freeman's results also seem to support it. 

First, in one study Freeman used an approach similar to Thurow.'B^ 

model of job compatitloni in which it la hypothesi2ed that an oversupply 

of college graduates could result in the "bumping'- of high ichool graduates 



from the better available jobs. Even though Freeman did no^t take into 
account the large growth in supply among high school gradultes around 



We haye attempted to check the reasonableness of oUr estimates by- 
pomparlng these series with another set of estimated labor market entrance 
flows derived independently from data from the Bureau of Labor Statistics, 
Educatlo ual Attainment of Workers > various years. The ^two sets of estlmntps 
q p pm f n a gr Q ^^ on the wh o4^-n-^h^^-^h^ -BM-ser^ Is adj ug reg'^EQ^"eKclii de studenLs. 
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Figure ^ 2, Estimated flows of male, high school graduates. 
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Number nf new high Hchnci l yrnclunlus rrcjm i f oiwi I Cent or I nr 
KducationnJ Stntist:icH, Projecllons of Education al Scntlstic g to 
Tnblu 20, p; 41; Prolectiong to 1981-82 . Table 20, p. 

Number eiiroJIfnR in college from flrst-tlmu <]ogr«c--c red i t onrollmqiit 
in ail. institutions oF higher education^ Jfrom Frojo ctioris to 1984-85, 
Tabla 14, p. 3T, and Projections to 1981-82 , .TablG 14, p, 36/ 

NumbGr of nonstudents available for labor force ^entry is coiiipul:©d 
an the difference betwean th^Jwo aeries described ahove^ 

Number of nonstudent labor force entrants is computed from the 
Vseries described hbove, plus the eetimated net flow between the armed 
EorceB and the civillan populatlort, _ The net flow Is estimated fro4 
annual armed forces separations (by education) from Data on Vietna m 
fira Veterans, a^ report prepared by the Veterans AdmiiiiHtration sub-- 
mitted to the CommLttee on Vu^terans Arfnira, U. Senate* 94th 
Congress j 2nd Seasion^ Senate- Comrai-ttee Print No, 59 (Washington: 
USGPO, 1976). pp. 8-11. ' ' . . ■ ' 



Fipire 3. Esiimsted flows for new male dollege ^aduatea 
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Sources': . . ' ' , , " 

Number of new cuiiegcj gradutiuos, rroni Bnchelor'a degrees granUuU 
to males, National Center for IMucntlonal Statiatlcs, Projections oC " 
Educational Stntistics_^to^^l98A^, Table 21. p. 42 and FrojactionB of " 
.Bchjcatlonal Statistics to 1981-82. Table 21, p. 48.- Number enrolling 
In graduate school Is an estimates based on Master's, Ph. -D. 's and 
Professional degrees granted to males; on total graduate enrollment in 
4-year institutions of higher education'^ and on first-year students 
enrolled for master's and doctor's degrees. Sources!. Projections to 
im=M* Tables •(pages) a (42), 17 (34), B-5 (159) ; Projections to 
1981-82. Table 21, ^.48; Projections to 1983-84 . Table 17, p. 35. 
Number of nonstudancs available, for labor force entry is computed as 
the difference between the two series described above. 

Number of nonscudenc labor force entrants is cpmputed from the. 
series described above, plus the estimated. net flow between the armed 
forces and the civilian population. The net flow is estlmatea from • 
annual armed forces separations (by education) from Data on Vietnam ■ 
lira Veterans, a report prepared' by the Veterans Administration eub- 
mitted to the Committee onVeterans Affairs, U. S. Senate, 94th Congress, 
Congress, 2nd Session, Senate Committee Print No. 59, (Washinitont 
USGPO, 1976), pp. 8-11. 
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Figure k , . Unemplopient rates for selected. 

age -education ^oups of men i 
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Sources: 

Unemployment rates from Bureau of Labor 'stficistics, Educnttuiwi 1 
Ali-aJnnHint: uC WoirkorK. Spot-ial Lnbor I'orcc.' Rc-por ts.,53 , 65, 83. 92, 103, 
125, . UO, U8, 161, 175, 186. ■ 
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1970 due to the effects of the war, he nevertheless found a deteriorntln)! 
Job situation for both high school and college, graduates "the job structure 
of college grfiduates * , * dcfcerlorated In thn late i960's/eiiriy 1970'b 
, , * At the same ttme^ however^ the fraction of high school workers in 
=whlte collar positions also fell (Freeman, 1974, p, 121) Jl^ In another 
scudy, Fraemnn cnJculcMtes thnt the advnntagn enJnyedVby college griiduateB 
over high schoul graduates In obtaining pro Cess ionnl employment remained 
nt ,15 in both 1969 and 1974 (Freeman, forthcoming, Table 3)|'^* thus, 
the ^relative job position of college graduates, as, compared to that of 
high school graduateSj may not have changed for the worse after 1969, 

Data from the Bureau of Labor Statistics, portrayed in Figure 5 
further shows a deteriorating Job position for recent high schou] 
graduates. The, proportion of new high school grnduates employed , in j 
white collar Jobs fell from 20,2 percent in 1966 to 13,9 percent In 
1974, while the number so= employed remained nearly constant. Meanwhile, 
the percent, as well as the. absolute numbers, employed in service occupa- 
tions and In farming grew* 

,^ ^Paradoxically, although 'Freeman analysed occupational att^iinment 
in terms of a model allowing for --buiBpingp** he did not analyze wages 
with the same model, . - . 

We are feferring to mean yaluvSS shown for males in a table > 
princlpaily devoted to displaying regiVbsion results* Unfortuna tdly ^ 
the regression results are not themseives shown in full, making it 
difficult to interpret the results that ire provided. . 



Fipre 3 , Eraplopent of male h3|h school ptduites not snrolled in oollap. 
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Kmplo;V7Tient froni Bureau of Labor Stat: 1b tics, Ilandbaok of Labor 
StatlBtics 1975: ReFgrence IMttion , Table 31, p. 90. 
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To summarize thus far, Fraaman's work showing that the supply of 
college graduates grew faster than demand should be regni.^ed as incomplete 
The World War 11 baby boom^ Becular L rends in educational attnlTimenL, and 
the war al] comblnod Lo produt-e n huge IncreaBe in supply of both ro 1 1 ugp- 
grntluntes and thoBe with less schooling occurring around 1970. rurther- 
more, data on the kinds of /jobs which labor market entrants obtained 
seems to indicate that the large supplies were not accompanied by suf-- 
ficient growth in demand to "avert a deterioration at several levels. 
Finally, a deterioration in the labor market position of those with less 
than a college degree would have also been expected from Thurow*s model 
of Job competition^ in which an oversupply of college graduates can 
result in the "bumping" of high school grnduates and might not rt^Hult in 
a worsening of the relative position of those with college clegrc'QK, 

We finally ttirn to Fraeman^H wirk on the relative earnings oil ctUlcHe 
graduates, in which he argues that relative earnings have fallen due to 
the oversupply. This is an impressive body of evidence based on data 
taken from many sources: annual reports about new college graduates * 
Including both the Endicott reports and the College Placement Council (CPC) 
surveys; the Census' annual Current Population Reports entitled Consumer 
income (CI); and the March 1969 and 1974 Current Population Surveys (CPH). 
Unfortunately, It appears that he has used some inappropriate comparisons ^ 
to support Ills, thesis* 

First of all, in several instances comparisons are made between the 
earnings of new college graduates and those of all production workers or 

Z7 . 



of all year--round full-time workers* In these Ciises, data on tlie 
starting salnries of new college grnduates are based on tho Kndtcntt or 
CPC series i which are not entirely satisfactory eourc^s for the purpose. 
More than this, however^ tim comparison with all production workers or 
all workers is inappropriate. If one were interested in studying change 
in the labor market returns to college^ one would Ideally compare the 
tiarnlngs of workers with college degrees to the earnings of workers who 
are otherwise similnr but have less schooling; thus, one might compare 
earnings data on those with collega degrees with data on those with high 
scliool diplomas. In other words ^ one would not compare the earnings of 
college graduates to the earnings of all workers. Indeed^ Thurow has 
shown under the Job competition model that^ if an oversupply of college 
grnduates can lend to the ''bumping" of high school graduates downward in 
the di Lributlon of enrningSj then one result can be that tho earnlnj^s 
of college graduates could be deciining in relation/to the earnings 
of all men while at the same time be rising in relation to the earnings 
of both high school workers and grade school workers (Thurow j 1974, 
PP* 409-410). Thus, a change in the ratio of the earnings of collep^e 
graduates to the earnings of all workers tells us little about a change 
in the relative position of college graduates. 



The Endicott reports are based on surveys of selected firms, and 
the data are not necessarily representative of all. new college graduates. 
The CPC data refers to salary offers, not to acceptances, and were limited 
to those recorded at college placement centers , According to Perrella 
(1973, Table 5)^ less than one-fourth of new college graduates actually 
obtained a first job through school placement offices during the. period 
of interest. 
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In other instances. Freeman does compare the earnings of college and 
hlsh school graduates, and shows that the ratio of the two figures has 
fallen since 1969. The possible problem with these comparisons is thyt, 
in nearly every case, he has used data for men at least 25 years of age. 
Specifically, In several cases (1974, Table 3; 1975, Table 2; and 1976, 
Figure 3) the earnings of college graduates aged 25-34 are compared with 
the enrnings of high school graduates aged 25^34, and the ratio ig shown ' 
to drop between 1969 and 1973 or 1974, The decline Is argued to be related 
to an oversupply of college graduates occurring in the late 1960 's and 
early 1970V8. Ilowever, the Gollege graduates whose 1969 earnings are being 
compared are those who graduated from college between about 1957 and 
approximately 1966; these are the graduating classes who would be aged 
25 to 34 by 1969. Similarly, the college graduates involved in the J.973 
comparison are tlie gruduating classes of about 1961 to approximately 1970. 
Thus, neither set includes the large post-1969 college graduating classes, 
rnturestingly, tlie CI series of published' reports used by Freeman actunllv 
does contain Information on a more relevant groupi namely/ on year-round 
full-time workers aged 18-24, who are high school and college graduates. 
As we shall show below, the ratio of college toMUgh school wages has not 
fflJ-^Q^ among ^en of this age group, and the same Is true from results 
based on data for new labor market entrants taken from the National 
Longitudinal Surveys, ' 

A Reappraisal of Relative Earnings Data 

From the foregoing it should be clear that a large number of hypotheses 
can be advanced concerning the behavior of relative earnings of young workers 
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during racent: years. First, cherG arc severai reasons for expecting that 

tliG oarnings of now Labor market: enlranLs ns^ji^ jrou£ wou I d have f aj 1 nn 

rrlaLive in thn onrnfnnB of more* ox|u*r 1 f^nceKl workerH, Thcj^e Jncliiclf' {hv 

Icj I Lowing factors ihaL wnru dlMcunHud abovf!! 

U Che increased suppl Les of new. labor market entrants at all 
levGls of education occasioned by the sheer size of the 
post-World War II baby boom birth cohort| 

2. the phenomenon that supplies increased dramatically in the 
late 1960's, rather than gradually, resulting from the 
combination ofi . 

a. the secular trend towards ever- increasing 
educational attainment in the population, 

b, the draft-deferment effects of staying in 
school during the mld»- to lata-1960's, and 

the delays In labor market entrance due to 
service in tlie miUtary during the war In 
Sou Lh east Asia; and 

3, the possibility that, even if it were true that the only 
significant *'dveraupply " occurred among those with^ college 
education, oversupplles at higher levels of schooling can 
lead to a ■■bumping" of all those with lower levels of 
schooling, such that all new entrants eKperienced declines 
relative to established and unaffected older workers/ 



in addition to these reasons, that were inttoduced earlier, another 

reason occurs to us for a decline in the average earnings of all ybuLh 

relative to those of older workerss . 

4* the exceptionally poor economic climate occurring since tlie 
late"196n's may have had a disproportionnte impact on young 
workers because a young worker is more likely than an older 
one to be in the Job market at any given time, and entry- 
level wages may be more sensitive to economic conditions 



/ 



30 



18 



Uhan wn^Qs of exparlenced workers, in whom employers may have 
made substantial investments that the employers would wish to 
protect. Among the economic forces that prGvaiied during the 
period that must not be overlooked^ 

a. the highest levels of unemployment: since tlie 
nreat Depression; 

b. the highest levels of inflation in many years; 

c. the Imposition of wage and price freezes and 
controls; 

d. forces on specific sectors of the economy, such 
as the cutbacks^ in Federal spending for defense, 
aerospace and other R&D activities; and possibJy 

tj, Lhe unsettling nature of contemiiorary events in 

general, reducing overall confidence and in- , 
creasing uncertainty and pessimism about the 
future, including I urban unrest, the campuS'- 
Vlecnam procests, Watergate, the, devaluation 
of the dollar 5 and the oil embargo. 

Figure 6 depicts the trends from 1967 to 1974 in the mean total 
uicomes of some age groups of male year-round fuU-^time workers* 
According to these data, the income trends for male workers are associaLed 
with age. In far^t, tfie Incomes of men aged 18^24 rose at an averagr? rate 
nf 6.1 percent per year, only barely higher than the rise In prices, whifli 
averaged 5.7 percent per year. However, the trends among o\d6r workors 
were somewhat higher, as Incomes rose among men 25-34 by 7.4 percent, anions 
men 35^44 by 7*8 percent, and among men 45-54 by 8/1 percent. Even the 
trends for the oldest groups were higher than for young workers, as incomes 



. *This argument is consistent with Richard Freeman's "active labor 
market" hypothesis. See Freeman, 1976, pp. IQ-'ll; and Freeman, forthcoming, 
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Figure 6, Incomes of selected groups of men. 
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Snurces: • = 

Income dntn refer to mcnn total Income in current; dojiara of 
yc.tr-ronnd, fuU-linic wnrktTH, rrom Biire.'Ui of thu Census, Currynf 

IMynil^jU hui^ Jijn-vijM^: J ain sumi'r IjH'jyu.. HorluH P-60, Nos, (Tables) 

02 (4 , :,), 97(57, 58), 101 (T,?, 58). 
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Fur men and for men 65 nnd oldor rose by 8.7 nnd 7,6 percent per 

yp/ir, respect rvGly, AlthouHh Kurh (evidence; hardly eoncluslva, l:he 
trcndB appear to Indicate that incomes rose more slowly for the yQungeat- 

workers and new labor market entrarits than "for olderp more experienced 

workers, / 

Although the data suggest that earnings of young workers and new 
labor market onnrants as a group have declined relative to previous 
fjroups ol entrants and older workers, this tells us little about specific 
fthanges affecting coLlege graduates. Freeman's work asserts that the 
reJative earnings position of new callege graduates has deterlornted due? 
to an oversupply beginning In the late 1960's and early 1970»a, In 
addition to this ractorj other reasons might be po.^ed in the form of 
hypotheses concerniRg the relative earnings of college graduates ^ 

1, a lack^of enthusiasm on the part= of= employers to compete 
vigorously for new college graduates in light of the 
campus protests of the late 1960 's, during which at least . 
some campus employment recruiters ware harassed to leave 
the campus \ . 

2, the effects of changing attitudes reflacted in styles .of 
hair, dress and lifestyles (a*g,, not inconsistent with 
the "Greening of America" hypo thesyX,- which may include 
changes in the attitudes ^X^^tl^ga students and graduates 
on the pursuit of acatrimic excellance or on their selec- 
tion pf Job opportunities to maximlie earnings, and which 
may also Include employers' reactions to these changesj^.. " 

3, a declining rel£tlvev£gsi 

gra_dua&es=^^ue^o more effective competition .pd'sad by 
— blacks and women, both new graduates and^^iriore experienced 
workers; * ^^"^ 
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4, changes in the disLributiuns uf graduntos by rields'af 
sCudy, consisting of int!rcnHes In the socinl sciences 
at the expense engineerings nccounclng, or business 
administration; 

5. changes in "quality," whereby Che phenomenni growth in 
college and university enrollments occurring during the 
1960^s.inay have coincided with declines in quality of 
the average graduate^ the average institution and/or 
the average faculty member, 

ThuSj it is important to investigate income ratios between men with 
college .degrees and those with high school diplomas in order to learn 
about changeB in the relative position of college graduates occurring 
since 1969* Figure 7 portrays the ratios of the incomes of college and 
high school graduates from 1969 to 1974, and these data refer again only 
to year-round full-tlme workers* As is shown the ratio declines 
continuously among men aged 25 to 34 years ^ which is the age group to 
whom Freeman has - paid special attention. However, as can be seen in 
the figure, although the ratio has also declined moderately among some- 
what older men (i.e., 35 to 44 years of age)r it has not declined among 
the youngest group of^ those 18^ .to :124 y^ars of age. In this latter group, 
the ratio Is highjy .vctrlable, but the trend line appears to be a flat 
curve.^^ to consider the behavior of ' income trends of each 

.age-ed^ueatlon grqup aeparately. This ts shown "in Figure 8 for selected 

s ■ ....... • 

groups,, where trends are based again on incomes of year-round full- time 
male workers, but where the plotted points are estimates taken from simple 
trend line regressions of incomes on .time,- permitting us to abstract from 
minor year=to=year fluctuations, EKcept for the group^ of college graduates 

*See Crowley (1972). / y'^'-"''-... 



Figure 7. Ratios of Income of' college graduates 

to Income of high sohodl graduateE 
within aelected age groups of men. 
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Souf ces I 

Lncome datn reCars tn moan Uotnl Incame In t-urrcnt doIJars n 
vunr-^round |ruJi^Ljme workGrs, From Bureau of fhe Cunsus, Current 
Pnpulntlon 'Survey; Consumer IncQme , Series P^60, Nos, (Tables) 
92 (4, 5), 97 (57, 58) and 101 (57, 58). 
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Figure 8 , Trends in incomes of selected 
age-education groups of meni 
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Soiircesi 

Trend lines froni siniplf^ regression of inconic on tinie, performcid 
ycrparattily for ^^nrh agu^eduf a tj un Kroup, Annual growth ratQ r cnmnuUrd 
rrom Y(,yj from Vk+t ^ Yk (1 + r)^ and Yi belnR estimated 

LncomG from the regre.^slon results. 

Income data refers to mean total income in current dollars of 
yaar-ruund full-time workers, from Bureau of the Ceosus, Current 
Population Survey; Conaumer Income , Series P^eO, Nos. (Tables) 
92 (4. 5), 97 (57, 58) and 101 (57, 58). 
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25 to 34 years of age, the trend lines caverlnga967 to 1974 reveal tliat 
(1) rntes of income growth are smallest for the youngeat workers con-- 
Bidureci, regnrdless of the luveJ of schooling, nnd (2) tiie trends do not 
appear to be relnted to the level of schnoHng nt nil, 

, We take n final look nt tliose published dnta in Tablo I, which con- 
Lalns average annunl rntes of growth in incomes for all major age-edurn^ 
tion groups of year- round fuTl- time male workers. Among every group of 
men aged^otLder than 24, incomes grew 'slowest for college, graduates , which 



is consistent with Freeman's results frora the same data, Uowever, among 
the relevant age group of men 18 to 24 years, the rate of income growth of 
those with college is hardly different fiom that of high school graduates 
(l.e,, 3,7 versus 3,8 percent) and exceeds that of tm^- ^ v?th only eight 
years of school (l,e,, 3.7 versus 2^8 percent). Although these data show 
lowest rates of growth for youth and college graduates. It is far from 
Btraightforward to conclude that they support' the thesis that the relative 
position of college graduates has declined due to an oversupply, for two 
reasons. First, the results on males aged 18 to 24 are inconsistent with 
the hypothesis that an oversupply occurring in the late i96D*s and early 
1970 -s is a causal factor adversely affecting the starting salaries of 
college graduates. Second, the uniformly unfavorable results for all age 
groups of male college graduates over 25 years of age are inconsistent with 
the view that labor market returns to college are declining due to phe^ 
nomena impacting on new college graduates. 



Table 1., Average annual rates of growth In incomes of year-round 

full-time male workers, by age and level of education 
during 1969 to 1974, 



Years of Education 
Age I . . 
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16 
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; 2.8 


3.8' 


3.7 


25-34 
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2-6 


35-44 


■7.5 


6.3 


5.8 


45-54 


7.6 


7 . 1 


5.3 


55-64 


6. 7 


7.4 


5.5 


65 and older 


5.3 


. 8,2 •; 


4,4 : 



Sources . , 

Computed from mean total incoraes.in current dollar of year-found 
full-time male workers, from Bureau of the Census^ Current Population 
Survey? Consumer Income, Series Nos-; (Tables) 92 (4, 5), 

?7 (57, 58), and 101 (57, 58), ^ 
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Of course, this nnnlyais Is based on mean total Incomes of age- 
'aditcation groups^ and such aggreg^ite data are far frnm ideaU lieLter 
inforniation Is available from a recent study based on data from the 
National Longitudinal Surveys (NLS) . The NLS ±b a- large research 
project sponsored by the 8, Department of Labor and t-inducted by 
the Center for Human Resource Researchi The Ohio State Un3\versity, 
Specif IcalLy 5 the surveys include information on a national sample of 
' men -who were 14 to 24 years of age when first interviewed in 1966, 
Since follow-up surveys were conducted in every year from 1967 to 1971 ^ 
the data comprise an ideal ^source of micro information for examining 
changes occurrlhg during this period of time. ■ 

From all the available data, Informntion is selected for a first ■ 
group of young men who were in school ln>1966 nnd who had left school 
and were employed full- time for wages or salary In 1967 ow 1968,^ 
Analysis is perfonned to ultimately compare and coritr^^ the experience 
of this first group of new labor market entrants with that of a second 
group 'consisting of those still in school in 1969 who entered the labor 
market in 1970 (or 1971). * . 

For each of the two groups separately^ multiple regression is per-^ 
formed relating the hourly rate of pay (in 1971 dollars) recslved by the 
new labor market entrants at uhe first survey ou t-of=-school to a series 

These dates refeV to surveys; surveys are conducted in October- 
December of each year* 

Specifically, the relevant hourly rate of pay is the wage being 
earned at the time of the NLS survey. Since^ surveys are conducted in 
October-December of each year ^ the wage ,us4d' for a June graduate is a 
wage. earned after almost one-half year out-of-school . 
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of explanatory measures. The latter include variables to control for 
area and regional wage-price differences 4%*'Well as personal characteristic 
of the youth: level of educations total work ekperience ^as well as tenure 
, wicli Lhe firm, and ' measureH of roc locconomi t: levfjl, henlLh, and abiLlty. 
The regression results concain no hint of a decline In the relatlvG waee 
position of new college graduates (Table 2) , 

In the regression for the labor market entrants in the earlier period ^ 
those who were college graduates were paid $1,04 per hour more than were 
high school graduates (l*e., the reference group in- the regression). 
Comparing this to the analogous figure fo^r entrants of the later period 
(i,e*, $0.99 per hour) yields a difference of 50 per hour which is small 
in relation to the standard errors, involved 0,25 and 0,22, 

respectively) and to the length of the period (l*e., about three yenrs 
elapsed between 1967-68 and 1970-71). 

It is more instructive to use these results fn another way. From 
tlie regressions it is possible to calculate an eatlmated wage for each 
of the two periods for hypothetical youth with a given set of "character-- 
istics, thus statistically holding many ' factors constant ; we do this for 
a hypothetical college graduate and for an otherwise comparable high 
sehool graduate. This procedure yields the estimates provided in Table 3, 
which correspond to declines ■ in real wages of 3,8 and 4, 6 . percent per year,- 
These data suggest that high school graduates registered at least as largo 
a decline in real wages as the college graduates; the wages of neither 
kept pace with inflation. But, the ratio of college to high school 
graduates- earnings has not diminished, - 
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Table 2. RegreBsian Results for Hourly Rates of P/iy ^ of White Male 
Mbor >Iftrket Ehtrhnts , for W-67^nT}ifT96B and^^^i 
and 1971. / 



/ 



Lixplnnntory Vn 



ri/ibl 




Level of gchoollng ; / 
Less than high scl)riol graduation 
High, school graduite 
Some college 
Associate degree 
Collfige graduates 

Training ; ^ 
Received some post-.^chool 



IWtrnnLH aT 
1967 and L968 



Coeff ^ t-vnlue j 



HntrantH ol' 
1970 and 1 971 



CQeff , I t-valuel 



0.19^ (orsi) 

(omitted group) 



0*38' 
-1.04^'^ 



0,03 



<i;78) 
(0.85) 
(4.20) 



(0J6) 



0.25^ tp.64)- 
) (omitted group) 
0,37** (1,74) 



p,23c 

:o,99*- 



0.19 



(0.52) 
(4.47) 



(0.99) 



Experience (months): 
Total post-school work^' experience 
Experience with the ' Tl rm 


^0.02 
0.04 


(0.58) 
(1.09) 


■ 0.04 
, 0.02 


(1.11) 
. (0.64) 


t'ersonal chnrnc teristic!S i 
Ability measure 
Reports healtli problem 
Index. of socdoeconomlc level 


i 

! 0.03** 
! -0.09= ' 
0.01 


(1.73) 
(0.33) 
(0.19) 


i 0.01 

: -0.29c 

: : 0.04 


(i.ii) 

(1.09) 
(0,82) 


Area/regional 1 
Lives in an SMSA 
Lives in thc,:South 


-0.50** 


(2.27) 
(2.66) 


0.36** 
■ -0.30 


(2.29) I 
. (1.61)} 


Constant term 
R 

F-ratlo ■ . . 
ri 


1.38 

.24 
5.70 
176 


(2.19) 


: 1.17 

.l'6 
■4.66 ^ 

227 


(1.77)!' 


Dependent variable: 
mean . 
. std , dev . 


S3. 13 
. 1.19 




$2.94 

1.26 
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Universei Young white men,.J7 to..24 yoiirs of ago and enroLled in school 
^^itlrer^b^^yM^f^ClT^^ who Bubsequont: Ly 

lert BchnQl and wttre nmpli^yud rull-irlme wnj^c and saJary worktirH Jn 
□no oC the two BUcceeding years (Le, , In 1967 or il968, or iii 1970 
or 1971, respfictively) , eKcept young men with any prior milltciry , 
sorvlce and with more than a' bachelor's degree, See Grasso and 
Myers^ forthcoming, ' ^ ' 

Note! Coefficients shown in dollnrs nnd centSj in 1971 dollars 

^: . , ■ , . • ^ . 

« llourly rates of pay refer to wages received at the time. of the first 

survey out^of-school. ^ Surveys are typically conducted in the last 

quarter of each calendar year* 

^ Analogous analysis for blacks and others is precluded by., small sample 
size. •■ 

i 

^ Coefficient based .on fewer than 25 respondents with that characteristic 
Statistically significant at ,10 level. ^ . 

Statistically significant at .05 level, . ' 




Table 3. Estimated Wages of Whita College and High SGhool Graduate 

New Labor Market Entrants, for 1967-68 and for O70-71r^ 



(R^taudnrd errors In par^intheac^s) 



;(A) Collage graduate 

(B) High scHoqI graduate 

(C) Difference (A=B) 
(U) Ratio (A+B) 



Estimated Hourly Wages 



Entrants in 
1967 and 1968 



$4.08 
(0.21) 

$3.04 
(0.20) 

$1.04 

1.34 



Entrants in' 
1970 and 1971 



$3.63 

$2.64 

$0.99 
1.38, 



Average Annua]. 
Percent Change 



-3.8% 



-4.6% 



SouYcei^ 



Basatf on regreasions shown in Table 2. For more informatlDn , see 
Grasso and Myers, forthcQmlng. - ■ 

Nbtei Wages shown in 1971 dollars. 



24 



' Thus, evidence from both the NLS ;and^ the CI series of published 
reportB^agree., The simple hypothesis aboyt recontf ovorsuppiies Jti the 
uullego job mnrkut is nut supportad , and the resujts nppuar to raisu . 
numy more quescJons than they answer. We turn in the final section of ■ 
LhU paper to a dlscuBSion of the possible implicati ons of these resul lh ! 

Surmnorjy and Implicn t Ions ' , ^ 

This paper has .reviewed existing work and presented new anaJ^yies on 
changes in the labor market effects of higher education, Jn^the re^View, 
nttentlon was devoted principally to the work of Margaret Gordon and of 
Richard Freeman in order to gain perspective on' recent changes in colleger- 
labor market effects, Gordon's analysis of historical trends on the job 
situation of college graduates vras noted to be compatible in soma ways 
wltli the labor market .analyses of Charles Killingsworth and Denis Johnston 
(r.e.i which poinued to long-run changes In the labor market that had 
favored educated workers), as well as with argumenLs of a recenL trend 
towards the increasing underemployment of college graduates (i. e. , employ- 
ment in less than college-level jobs) made by several authors, including 
Bergs O'Toole, Rawlins and Ulman, At the.^ame^ time it" was noted that, 
questions on' the relative earnings of college graduates are far- less 
settled, due to competing hypotheses. ' ' ' ■ ^" 

On the issue of whether there have been changes in relative earnings 
among recent college graduates, the work of Richard Preeman was reviewed. 
His analyses were found to be incomplete 4n some respects, and it was noted 
that inappropriate comparisons had been made, thus raising doubt about 
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usefulness of the findings and Implicatiqns , Reuhalyses of published 
data from the Current Population Reports as well ns analysis of mlcroaata 
from the National Longitudinal Surveys lead to new and consistent rindlnKS 
Resuits Indicate (1) declines in relative Garnlngs among new labor rnarket 
entrants as a grQup, and (2) decijnes in reiative earnings among older 
and more eKperienced -college graduates* Results do not support the 
hypothesis that a recent oversupply of college graduates has led to 
declines in relative^ earnings among new college graduates. ^ 

All of this prompts us to speculate on the nature of changes observed 
and on their, possible implications. First of nll^ the data are Gonsistent 
with the hypothesis of a cohort effect, in which the baby boom cohdrt is 
now at a relative dlsadyantage in comparisDn with earlier cohorts and may 
remain in a promotion-squeezed, eKcess-^supply condition throughout their 
working careers. The data are also consistent wiuh more complex hypoth- 
esiSj such as Thurow's model of "job competitiooj" but the data reviewed 
in this paper are. not adequate to eliminate any such competing hypotheBaSe 
Nonetheless, It is Important to note that data on new labor market entrants 
do not support the hypothesis of declining relative earnings for recent 
college graduates compared to recent high' school graduates* 

The data that show a decline in the relative'^ earnings of men with ^ 
college degrees are those that relate to older ^andeKperienced workers; 
For each age groiip of men— from those 25 to 34 years of age up to men - 
over ^65 years of age— the rate of enrnings growth from 1969 to 1974 for 
college graduates was invariably smaller than the. rates of growth for 
those with less schooling* Rather than argue than these declines for 




oldfer collega graduates .;aife of^naw college 

graduates enterlhg'the labor mdrk^^^^^r^9 we are tempted to spec- 
ulate cm other Tnctors^^^^'^l^^^ " 

First of aij=-^^ tlie'" decline observed seems' to be aimirar to that Tiofgd 
by Gordori;;.!^ dntn for the 1930* s and 1940Js, where we presume^ that ecp-"^ 
riomlc.^cljmate and government policies conibined to soften the rela'tlve " 
adyantagtt of college graduates. ^Recent federal actions that may be 
responsible lor similar effects might include specific actions in feder^^^ 
spendlngr (i.e. p on defensep R&D, aerospace, ^government^ e^ and , 

freezes and controls on wages and ^prices), . 

Second, the decline observed -may be related in some way.-€o ^"n^^ 
era of structural change in the labor market ^- K^^^^ ' 
argued ^nt^^-s true turnl^^^^^ operated to the dl^atfvantage of voft 

with little education between 1950 and tHe^a^tfrly--. to mld7j^j|j^^i^f >T^ 
Johnston had shown that data from 19.64^69 no long^^opp^fet'K^ 
labor market "twist" | perhapf.^<aur f indings^^^€"^r^^^ consistent with the 
behavior of the "twist^^ If sc>, th^^^^T^gufa^^warrant further , research on 
the role of techrfologiMl^^^c^^ trends, and other factors 

bearing on changes in^j^l^or market structures. .Presumably such res^earch 
should alio^t^k heed of trends in worker productivity and/ of the "pos^"^ 
sibl^^-lmpact^s on the labor market of the. growing energy p'roblpml^^ 

. It should b^ obvious .Erom all of this that more research is needed 
Co illuminace* the role of higher education in the. labor market, for many 
^competing hypotheses can be'^posid using the factors speculateS upon 
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above. Uypothesea about t^^e^pany^^ should- be tea ted , for the. 

cpnf Iririation of any ^na^'br vastly different con- 
clusions and^iTnflicatipns^ the confirmatlpn af another. The 
importali?^ of hl^^^^^UtfStlf n tm^arfcnn society hiBtori cally— and 
-Mkel.y^^^C^iiHn_|^in^'in the^-future-^demands our attention. \ - 
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